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DEFENSE, DEPARTMENT OF; GENERAL SERVICES ADMINISTRATION; N A TIONAL AERONAUTICS AND SPACE
ADMINISTRATION
A p ro p o se d  r u l e  t o  change a  F e d e r a l  A c q u is i t io n  R e g u la t io n  (FAR) to  d e l e t e  th e  
r e q u ire m e n t  t o  u se  s t a t e  r a t e s  i n  d is c o u n t in g  c e r t a i n  s e l f - i n s u r e d  lo s s e s  t o  
p re se n t va lu e  h as  been prom ulgated by DOD, GSA and NASA (see th e  7 /8 /86  Fed. Reg., 
p. 24788). The C o st A cco u n tin g  S ta n d a rd s  a r e  b e in g  p ro p o se d  f o r  in c o r p o r a t io n  
in to  th e  FAR under FAR Case 86-31 and t h i s  p ro p o sa l re p re se n ts  th e  f i r s t  proposed 
r e v i s ion t o  a  s ta n d a r d  o r i g i n a l l y  p ro m u lg a te d  by  th e  C o s t A c co u n tin g  S ta n d a rd s  
B oard. The p ro p o se d  r u l e  d e l e t e s  th e  r e f e r e n c e  t o  s t a t e  d is c o u n t  r a t e s  in  FAR 
3 0 .4 1 6 -5 0 (a ) (3 ) ( i i )  and r e q u i r e s  u se  o f  th e  T re a s u ry  r a t e  in  a l l  c a s e s .  The 
p u rp o se  o f  th e  p ro p o se d  r u l e ,  a c c o rd in g  t o  th e  a g e n c ie s ,  i s  t o  " p ro v id e  a  more 
a c c u ra te  v a lu a tio n  o f  th e  c o n tra c to r 's  l i a b i l i t y . "  Comments m ust be su b m itted  on 
o r  b e f o r e  9 /8 /8 6  t o  GSA, FAR S e c r e t a r i a t  (VSR), 1 8 th  and F S t r e e t s ,  N.W., Room 
4041, W ashington, D.C. 20405. For fu r th e r  in fo rm a tio n  c o n ta c t M argaret A. W ill is  
a t  202/523-4755.
INTERSTATE COMMERCE COMMISSION
An e x p lan a tio n  o f  p rocedures to  be perform ed by independent acco u n tan ts  conducting a
f in a n c ia l  s ta tem e n t exam ination  o f  a C lass  1 r a i l ro a d , mandated by ICC f in a l  ru le
E x P a r te  460, " C e r t i f i c a t i o n  o f  R a i l ro a d  A nnual R ep o rt R -1 by In d e p e n d e n t 
A c c o u n ta n t,"  i s  now a v a i l a b l e  from  th e  AICPA o r  th e  ICC. In  f i n a l  r u l e  E x P a r te  
460, th e  ICC d ire c te d  i t s  Bureau o f  Accounts s t a f f  to  "meet w ith  re p re s e n ta t iv e s  
o f  th e  AICPA t o  develop a u d it  [ s i c ]  p rocedures necessa ry  to  a ssu re  th e  continued  
r e l i a b i l i t y  o f  r e p o r te d  d a ta ."  S in c e  th e  r e l e a s e  o f  E x P a r te  460, th e  AICPA ICC 
R egulated  C a r r ie r s  Subcom m ittee h as  met w ith  th e  ICC s t a f f  to  develop  agreed-upon 
p ro c e d u re s  t o  b e  p e rfo rm e d  by  in d e p e n d e n t a c c o u n ta n ts  c o n d u c tin g  a f i n a n c i a l  
s ta t e m e n t  e x a m in a tio n  o f  a C la s s  I  r a i l r o a d .  T hose p ro c e d u re s  w ere  f i n a l i z e d  
7 /1 /86  and a re  e f f e c t iv e  fo r  y e a r -a id  1986 Forms R-1 f i l e d  in  1987. In fo rm atio n  
r e g a r d in g  b o th  E x P a r te  460 and th e  a g re e d -u p o n  p ro c e d u re s  may be  o b ta in e d  by  
c o n ta c tin g  AICPA s t a f f  person , W illiam  J . Holmes, a t  (202) 872-8190 o r W illiam  F. 
Moss, I n t e r s t a t e  Commerce Commission, Bureau o f  Accounts, C hief, S ec tio n  o f  A udit 
and A ccounting a t  (202) 275-7510.
SECURITIES AND EXCHANGE COMM ISSION
The SEC "expressed  grave re s e rv a tio n s  about th e  p r in c ip a l  p ro v is io n s  o f  th e  Wyden
b i l l "  in  i t s  te s tim o n y  b e fo re  th e  House Energy and Commerce O v ersig h t and
In v e s t ig a t io n s  Subcom m ittee on 6 /2 3 /8 6 , accord ing  to  rem arks by SEC Commissioner
Aulana L. P e te rs  b e fo re  members o f  an accoun ting  conference  on 6 /25 /86 . Speaking 
b e fo re  th e  N a tio n a l A sso c ia tio n  o f  A ccountants Annual In te rn a t io n a l  Conference in  
N ash v ille , Commissioner P e te rs  began by s ta t in g  th a t  h e r  focus would be le s s  on 
"w hat i s  h a p p en in g  a t  th e  SEC and r a t h e r  m ore on w h a t i s  h a p p en in g  to ,  in  and 
a ro u n d  y o u r p r o f e s s io n ."  T u rn in g  t o  r e c e n t  p r o p o s a ls  by  P r i c e  W ate rh o u se  and 
"seven o th e r  m ajor accoun ting  f irm s ,"  Commissioner P e te rs  s ta te d  th a t  h e r  focus 
" d i f f e r s  from  t h a t  o f  th e  p ro p o se d  in d u s t r y  s o lu t io n s  and th e  Wyden b i l l , "  H.R. 
4886, th e  " F in a n c ia l  F rau d  D e te c t io n  and D is c lo s u re  A ct o f  1986." In  h e r  v iew , 
"company management, p a r t i c u l a r ly  th e  in -h o u s e  a c c o u n tin g  p r o f e s s i o n a l ,  h a s  an 
e q u a l ly  c r i t i c a l  r o l e  t o  p la y  in  e n s u r in g  th e  r e l i a b i l i t y  and  a c c u ra c y  o f  th e  
f i n a n c i a l  d i s c l o s u r e s  made t o  and r e l i e d  upon by  in v e s to r s ."  She c o n tin u e d : 
"Unlike th e  independent a u d ito r  who, due to  c o s t /b e n e f i t  c o n s id e ra tio n s , r e l i e s  on 
sam pling tech n iq u es  and m a te r ia l i ty  f a c to rs ,  th e  p re p a re rs  o f  f in a n c ia l  s ta tem e n ts  
should  ensure  t h a t  every  t r a n s a c t io n  i s  accounted fo r  a p p ro p r ia te ly  accord ing  to  
i t s  su b s ta n c e ."
T urning t o  th e  Wyden b i l l .  Com m issioner P e te rs  s ta t e d  t h a t  th e  b i l l  " focuses 
o n ly  on th e  in d e p e n d e n t a u d i to r .  But i n  t h e  a b se n c e  o f  m e a n in g fu l l e g i s l a t i o n  
re q u ir in g  management t o  e s ta b l i s h  in te r n a l  c o n tro ls  s u f f i c i e n t  t o  en su re  a c c u ra te  
books and re c o rd s  and a c c u ra te  f in a n c ia l  re p o r tin g , a u d ito r s  would be  p u t in  th e  
u n te n a b le  p o s i t i o n  o f  h a v in g  t o  make ju d g m e n ts  a b o u t w h a t i s  i l l e g a l  o r  may b e  
f ra u d u le n t w ith o u t any a ssu ran ce  th e y  w i l l  have a v a i la b le  adequate  in fo rm a tio n  to  
make th o se  judgm ents." In  o th e r  a re a s , Com m issioner P e te rs  s ta t e d  th e  improvement 
in  f in a n c ia l  re p o r tin g  by p u b lic  com panies would a ls o  be  improved by  th e  " c re a tio n  
o f  a  more e f f e c t iv e  d i s c ip l in a r y  a p p a ra tu s  f o r  th e  acco u n tin g  p ro fess io n ."  On th e  
s u b je c t  o f  a  proposed  s ta tu to r y  s e l f - r e g u la to r y  o rg a n iz a tio n , she s ta t e d  t h a t  th e  
SEC was n o t a t  t h i s  t im e  p rep a red  to  ta k e  a  p o s i t io n .  Com m issioner P e te rs  s ta t e d  
t h a t  she cou ld  n o t endorse  th e  "n o tio n  o f  a  cap  on a cc o u n ta n ts ' l i a b i l i t y "  b u t  she 
d id  "see some m e r i t  to  in tro d u c in g  a  system  o f  p ro p o r tio n a te  l i a b i l i t y  in  which 
th e  a u d i t o r s '  l i a b i l i t y  w ould  b e  p r o p o r t i o n a t e  t o  t h e i r  d e g re e  o f  f a u l t  f o r  th e  
lo s s e s  in cu rred ."  She co n tin u ed : "The concep t o f  making l i a b i l i t y  s e v e ra l  r a th e r  
th a n  j o i n t  a l s o  w a r r a n ts  c o n s id e r a t io n ."  I n  c o n c lu s io n ,  C o m m issio n e r P e te r s  
s ta te d :  "I b e lie v e , th e re fo re ,  t h a t  acco u n tan ts  should  co n tin u e  t o  s u b je c t  t h e i r  
p ro fe s s io n  and t h e i r  p ro fe s s io n a l  s tan d a rd s  t o  e x a c tin g  se lf -e x am in a tio n ."
SECURITIES AND EXCHANGE COMMI SSION
SEC s t a f f  v iew s re g a rd in g  th e  "ap p ro p ria te  acco u n tin g  and f in a n c ia l  r e p o r t in g  when a
r e g i s t r a n t  ad o p ts  o r  changes i t s  p o lic y  w ith  re s p e c t  t o  d isc o u n tin g  c e r ta in
unpaid  c la im s  l i a b i l i t i e s  r e la te d  to  s h o r t-d u ra t io n  in su ran ce  c o n tra c ts "  a re
co n ta in ed  in  th e  r e c e n t ly  re le a s e d  S ta f f  A ccounting B u lle t in  No. 62. Among o th e r  
in fo rm a tio n  p re sen te d , SAB No. 62 co n ta in s  s t a f f  in t e r p r e ta t iv e  resp o n ses  to  th e  
f o l lo w in g  tw o  q u e s t io n s :  W hat i s  s t a f f ' s  p o s i t i o n  w i th  r e s p e c t  t o  d is c o u n t in g  
c la im s  l i a b i l i t i e s  r e la te d  to  s h o r t-d u ra t io n  in su ran ce  c o n tra c ts ?  Does th e  s t a f f  
ag ree  w ith  th e  r e g i s t r a n t 's  p ro p o sa l t h a t  th e  change from a  s ta tu to r y  r a t e  to  an 
in v estm en t r e la te d  r a t e  be accounted  fo r  a s  a  change in  accoun ting  e s tim a te ?  For 
f u r th e r  in fo rm a tio n  c o n ta c t Lawrence S alva a t  202/272-2553.
TREASURY, DEPARTMENT OF
Income fo r  tax p ay e rs  who c la im  an in v estm en t ta x  c r e d i t  fo r  " so -c a lle d  luxu ry  ca rs"
le a se d  fo r  use  in  b u s in e ss  i s  e x p la in ed  in  a  r e c e n t  revenue ru l in g  by th e  I n te r n a l
Revenue S e rv ice  (IR-86-94, d a ted  7 /3 /8 6 ). In  g e n e ra l, tax p ay e rs  who le a s e  luxu ry  
c a r s  f o r  b u s in e s s  p u rp o s e s  m u s t in c lu d e  i n  incom e an  am ount b a se d  on th e  f a i r  
m arket v a lu e  o f  th e  c a r . In  r e g u la t io n s  under I n te r n a l  Revenue Code S e c tio n  280F, 
is su e d  in  O ctober 1984 and amended in  November 1985, th e  IRS s p e c if ie d  th e  amount 
t h a t  m u st b e  in c lu d e d . The r e g u l a t i o n s ,  h o w e v er, d id  n o t  d i s t i n g u i s h  b e tw e e n  
th o s e  who c la im  an  in v e s tm e n t  t a x  c r e d i t  f o r  le a s e d  c a r s  and  o t h e r s  who le a s e  
c a rs . Taxpayers c la im in g  an in v estm en t ta x  c r e d i t  f o r  le a se d  c a rs  should  use t h i s  
new revenue ru l in g  to  f ig u re  th e  amount to  in c lu d e  in  income. Taxpayers may re ly , 
acco rd in g  to  th e  IRS, on t h i s  ru l in g  u n t i l  th e  p ro v is io n s  a re  in c o rp o ra te d  in  th e  
r e g u la t io n s  under Code s e c t io n  280F. Revenue ru l in g  86-87 w i l l  be p u b lish ed  in  
In te r n a l  Revenue B u lle t in  No. 1986-28, d a ted  7 /14 /86 .
A p p lic a tio n  packages fo r  th e  1987 Tax C ounseling  fo r  th e  E ld e r ly  Program  a re  now
a v a i la b le  from th e  IRS (see  th e  7 /7 /8 6  Fed. Reg., p . 24603). Under t h i s  program
th e  IRS e n t e r s  i n t o  c o o p e r a t iv e  a g re e m e n ts  w i th  p r i v a t e  o r  p u b l i c  n o n - p r o f i t  
ag en c ies  o r  o rg a n iz a tio n s  t o  e s ta b l i s h  a  netw ork o f  t r a in e d  v o lu n te e rs  t o  p ro v id e  
f r e e  ta x  in fo rm a tio n  and r e tu rn  p re p a ra t io n  a s s is ta n c e  t o  in d iv id u a ls  age 60 Or
o ld e r  a t  th e  c lo s e  o f  t h e i r  t a x a b l e  y e a r .  The d e a d l in e  f o r  s u b m i t t in g  an  
a p p l ic a t io n  package to  th e  IRS fo r  th e  1987 Tax C ounseling fo r  th e  E ld e r ly  Program 
i s  8 /7 /8 6 .  A p p l ic a t io n  p a c k a g e s  a r e  a v a i l a b l e  fro m  th e  IRS, Tax C o u n se lin g  f o r  
t h e  E l d e r l y  P ro g ram , T ax p ay e r S e rv ic e  D iv is io n  D :R :T :I, Room 7215, 1111 
C o n s t i t u t i o n  A venue, N.W., W ash in g to n , D.C. 20224. F o r f u r t h e r  in f o r m a t io n  
c o n ta c t Ronald Mackey a t  202/566-4904.
A new IRS D i s t r i c t  f o r  South F lo r id a , w ith  h e a d q u a rte rs  in  F t. L auderda le , h as  been 
announced  by  th e  IRS (IR -8 6 -9 7 , d a te d  7 /8 /8 6 ) .  The new d i s t r i c t  w i l l  c o v e r  17 
c o u n t i e s ,  in c lu d in g  su ch  c i t i e s  a s  M iam i, W est Palm  B each, F t .  M yers, Key W est, 
F t .  P ie r c e  and  S a r a s o ta .  T h is  a r e a ,  p r e v io u s ly  p a r t  o f  t h e  IRS J a c k s o n v i l l e  
D i s t r i c t ,  c o n ta in s  o v e r  52 p e r c e n t  o f  th e  IRS em p lo y ees  in  F lo r id a  who p ro v id e  
ta x p a y e r  s e r v i c e ,  ex am ine  t a x  r e t u r n s ,  e n fo rc e  c r im in a l  a s p e c t s  o f  th e  law  and 
c o l l e c t  t a x e s .  The IRS s a id  t h a t  th e  p r i n c i p a l  r e a s o n s  f o r  c r e a t i n g  th e  new 
d i s t r i c t  in c lu d e  th e  c o n tin u in g  ra p id  p o p u la tio n  grow th th roughou t F lo r id a  and th e  
f a c t  t h a t  p o p u la t io n  c e n t e r s  a r e  s p re a d  w id e ly  a c r o s s  th e  s t a t e .  The F t .  
L auderdale/M iam i a re a  p o p u la tio n  i s  in c re a s in g  a t  more th a n  th re e  tim e s  th e  r a te  
f o r  t h e  r e s t  o f  t h e  U.S. and  th e  num ber o f  t a x  r e t u r n s  f i l e d  from  F lo r id a  soon 
w i l l  be  among th e  h i g h e s t  o f  th e  63 IRS d i s t r i c t s .  An e s t im a te d  2.8 m i l l i o n  
F e d e ra l  incom e t a x  r e t u r n s  w ere  f i l e d  f o r  1985 from  th e  a r e a  c o v e re d  by  th e  new 
d i s t r i c t .  In  a d d it io n  th e  new d i s t r i c t  w i l l  "a llow  fo r  in c re a se d  a t t e n t io n  t o  th e  
com plex  c o m p lia n c e  p ro b le m s  o f  th e  a r e a ,"  a c c o rd in g  t o  th e  IRS. The new F t .  
L auderdale D i s t r i c t  in c lu d e s  th e  c o u n tie s  o f  Dade, Broward, Palm Beach, M artin , 
S t. L ucie, In d ian  R iver, Okeechobee, H ighlands, G lades, Hendry, C o l l ie r ,  Monroe, 
Lee, C h a r lo tte , De Soto, Hardee and S araso ta .
WHIT E HOUSE CONFERENCE ON SMALL BUSINESS
Ralph L. S ta n le y  h as  been ap p o in ted  E xecu tive  D ire c to r  o f  th e  N a tio n a l W hite House
Conference on Sm all B usiness by P re s id e n t Reagan. The N a tio n a l Conference in
W ash in g to n , D.C. i s  s c h e d u le d  f o r  8 /1 7 -2 1 /8 6  and c u lm in a te s  m ore th a n  a  y e a r  o f  
s t a t e  and re g io n a l con ferences in  which is su e s  o f  concern  t o  sm a ll b u s in e s s  were 
i d e n t i f i e d  and  d is c u s s e d .  Mr. S ta n le y  s u c c e e d s  J a c k  L. C o u rtem an ch e  in  th e  
e x e c u t iv e  d i r e c t o r  p o s i t i o n  and  w i l l  c o n t in u e  t o  s e r v e  a s  U rban Mass T r a n s i t  
A d m in is t r a to r .  P r i o r  t o  a ssu m in g  h i s  p o s i t i o n  w i th  UMTA in  1983, he  s e rv e d  a s  
C hief o f  S ta f f  in  th e  O ffic e  o f  th e  S e c re ta ry  a t  th e  D epartm ent o f  T ra n sp o rta tio n  
and as  an a s s i s t a n t  in  th e  W hite House O ffice  o f  Communications. Mr. S ta n le y  has 
a ls o  worked a s  an a s s o c ia te  in  th e  W ashington O ffice  o f  B racew ell and P a tte rso n , a  
law firm  based in  Houston, TX.
SPECIAL: REPORT OF THE PRESIDENT'S  COMMIS S ION ON DEFENSE MANAGEMENT
"Defense c o n tra c to r s  m ust in d iv id u a lly  develop  and im plem ent b e t t e r  system s o f
in te r n a l  c o n tro ls  t o  en su re  com pliance w ith  c o n tra c tu a l  com m itm ents and
procurem ents s ta n d a rd s ," acco rd in g  to  a  recom m endation co n ta in ed  in  th e  r e p o r t  A 
Q uest fo r  E x ce llen ce , th e  F in a l  R eport o f  th e  P re s id e n t 's  B lue Ribbon Commission 
on D efense Management. T his Commission was e s ta b l is h e d  ap p rox im ate ly  a  y ea r ago 
to  "study  th e  is su e s  su rround ing  d e fen se  management and o rg a n iz a tio n , and re p o r t  
i t s  f in d in g s  and re c o m m en d a tio n s ."  M embers o f  th e  p r o f e s s i o n  and  s t a f f  o f  th e  
AICPA's W ashington, D.C. O ffice  w ere among th o se  who c o n su lted  w ith  th e  Commission 
p r io r  to  th e  com ple tion  o f  th e  re p o r t .  The 115-page f i n a l  r e p o r t  i s  d iv id e d  in to  
fo u r  c h a p te r s :  N a t io n a l  S e c u r i ty  P la n n in g  and Budgeting; M il i ta r y  O rg an iza tio n  
and Command; A c q u is i t io n  O r g a n iz a t io n  and P ro c e d u re s , and G o v e rn m e n t- In d u s try  
A c co u n ta b ility . Turning to  th e  recom m endations to  d efense  c o n tra c to r s  to  develop
and im p le m e n t b e t t e r  sy s te m s  o f  i n t e r n a l  c o n t r o l s ,  t h e  C om m ission  made th e  
f o l lo w in g  re c o m m en d a tio n s : [1] J E s t a b l i s h  i n t e r n a l  a u d itin g  o f  com pliance w ith  
g o v ern m en t c o n t r a c t i n g  p ro c e d u re s , c o r p o r a te  s ta n d a r d s  o f  c o n d u c t, and  o th e r  
r e q u ir e m e n ts .  Such a u d i t i n g  s h o u ld  re v ie w  a c t u a l  c o m p lia n c e  a s  w e l l  a s  th e  
e f fe c t iv e n e s s  o f  in te r n a l  c o n tro l system s. [2 ] D esign system s o f  in te r n a l  c o n tro l 
to  ensure  t h a t  th ey  cover, among o th e r  th in g s , com pliance w ith  th e  c o n tra c to r 's  
s ta n d a r d s  o f  e t h i c a l  b u s in e s s  c o n d u c t. [ 3 ]  E s t a b l i s h  i n t e r n a l  a u d i t  s t a f f s  
s u f f i c i e n t  in  num bers, p r o f e s s i o n a l  b a ck g ro u n d , and t r a i n i n g  t o  t h e  vo lum e, 
n a tu r e ,  and c o m p le x ity  o f  th e  com pany 's g o v e rn m en t c o n t r a c t s  b u s in e s s .  [4 ]  
E s t a b l i s h  s u f f i c i e n t  d i r e c t  r e p o r t i n g  c h a n n e ls  from  i n t e r n a l  a u d i t o r s  t o  th e  
independent a u d it  com m ittee o f  th e  c o n tra c to r 's  board  o f  d i r e c to r s  t o  a ssu re  th e  
independence and o b je c t iv i ty  o f  th e  a u d it  fu n c tio n . A u d ito rs  should  n o t re p o r t  to  
any management o f f i c i a l  w ith  d i r e c t  r e s p o n s ib i l i ty  fo r  th e  system s, p ra c t ic e s ,  o r  
t r a n s a c t i o n s  t h a t  a r e  th e  s u b je c t  o f  an  a u d i t .  Such s t r u c t u r e  a s s u r e s  f r a n k  
r e p o r t i n g  o f  and  p ro m p t a c t i o n  on i n t e r n a l  a u d i t  r e s u l t s .  To e n c o u ra g e  and 
p r e s e r v e  th e  v i t a l i t y  o f  su ch  an  i n t e r n a l  a u d i t i n g  and r e p o r t i n g  p r o c e s s ,  DOD 
sh o u ld  d e v e lo p  a p p r o p r ia te  g u id e l in e s  h e a v i l y  c i r c u m s c r ib in g  th e  u se  o f  
i n v e s t i g a t i v e  su b p o en as  t o  com pel d i s c l o s u r e  o f  c o n t r a c t o r  i n t e r n a l  a u d i t i n g  
m a te r ia ls . Copies o f  t h i s  r e p o r t  w i l l  soon be a v a ila b le  from  th e  U.S. Government 
P r in t in g  O ffice , W ashington, D.C.
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A ccounting and a u d itin g  p ro v is io n s  designed  to  s tre n g th e n  th e  F ed e ra l governm ent's
d eb t c o l le c t io n  p ra c t ic e s  and encourage th e  c o n tra c tin g  o u t o f  a u d i t  work a re
co n ta in ed  in  se v e ra l b i l l s  in c lu d ed  in  a  1 5 - b i l l  package re c e n tly  in tro d u ced  in
b o th  H ouses o f  C o n g re ss . I f  e n a c te d ,  th e  p ack ag e  w ould  im p le m e n t many o f  th e  
recom m endations o f  th e  P re s id e n t 's  P r iv a te  S e c to r Survey on C ost C o n tro l, which i s  
commonly known as  th e  Grace Commission. The F ed e ra l C re d it  Management and Debt 
C o lle c tio n  Improvement Act o f 1986, S. 2620 and H.R. 5125, designed  to  s tre n g th en  
th e  o v e r a l l  c r e d i t  m anagem ent and d e b t  c o l l e c t i o n  p r a c t i c e s  o f  th e  F e d e ra l  
G overnm ent, m an d ates  a p p o in tm e n t by  th e  P r e s id e n t  o f  a  new U nder S e c r e ta r y  o f  
T reasury  fo r  Debt C o lle c tio n  and C re d it Management. One o f  th e  fu n c tio n s  o f  th e  
new U nder S e c r e ta r y  i s  d e f in e d  in  th e  l e g i s l a t i o n  a s  b e in g  t o  " e s t a b l i s h  
accoun ting  p ra c t ic e s  and p rocedures and autom ated management in fo rm a tio n  system s 
t o  e n a b le  each  e x e c u t iv e  agency  t o  p ro d u c e  a c c u r a te  f i n a n c i a l  r e p o r t s  on th o s e  
p ro g ram s  t h a t  g e n e r a te  r e c e iv a b le s ,  in c lu d in g  r e p o r t s  su ch  a s  o p e r a t in g  
s ta t e m e n ts ,  s t a t e m e n ts  o f  f i n a n c i a l  p o s i t i o n ,  and  c a s h  f lo w  s ta t e m e n ts . . . . "  
A n o th e r s e c t i o n  o f  S. 2620 and H.R. 5125 r e q u i r e s  an  a u d i t  by  th e  G e n e ra l 
A cco u n tin g  O f f ic e  o f  F e d e ra l  a g e n c ie s ' c r e d i t  p ro g ram s w i th in  tw o  y e a r s  a f t e r  
enactm ent o f  th e  l e g i s l a t i o n .
Two o t h e r  b i l l s ,  S. 2630 and  H.R. 5 1 1 4 , h a v e  a s  t h e i r  p u r p o s e  t h e  
s t r e n g th e n in g  o f  th e  D ep artm en t o f  D e fe n se 's  a u d i t i n g  o f  t r a n s p o r t a t i o n  b i l l s .  
The l e g i s la t i o n  re q u ire s  t h a t  th e  G eneral S e rv ices  A d m in is tra tio n  t r a n s f e r  t o  DOD 
th e  a u th o r i ty  to  a u d it  i t s  own t r a n s p o r ta t io n  b i l l s  and d i r e c t s  t h a t  DC© c o n tra c t  
w i th  p r i v a t e  f i r m s  t o  c o n d u c t th e  a u d i t  w hen ev er i t  i s  c o s t  e f f e c t i v e  and 
p ra c t ic a b le . The F ed era l H ealth  Care A ud iting  and Q u a lity  C ontro l Improvement Act 
o f  1986, S. 2625 and H.R. 5130, i s  d e s ig n e d  t o  " s t r e n g th e n  o v e r s ig h t  and q u a l i t y  
c o n t r o l  and t o  re d u c e  a d m i n i s t r a t i v e  c o s t s  a s s o c i a t e d  w i th  th e  M ed ica re  and 
M ed ica id  p ro g ra m s ...."  The S e c r e ta r y  o f  H ea lth  and Human S e rv ices  i s  a u th o riz ed  
t o  " t e s t  and  m easu re  th e  c o s t  e f f e c t i v e n e s s  o f  u s in g  c o n t r a c t o r s  t o  p e r fo rm  
M ed ica re  a u d i t s . . .a n d  t o  d e v e lo p  p ro c e d u re s  and  g u id e l in e s  f o r  t h e  M ed ica id  
q u a l i t y  c o n t r o l  p ro g ram ."  The HHS S e c r e ta r y 's  r e p o r t  t o  C o n g ress  m aking 
recom m endations about th e  optimum le v e l  and ty p e  o f  a u d i t  ex p en d itu res  fo r  th e
M edicare Program i s  due w ith in  one y e a r  a f t e r  th e  l e g i s l a t i o n  i s  enacted . A lso o f  
i n t e r e s t  i s  th e  F ed e ra l P e rfo rm a n c e  o f  Commercial A c t iv i t i e s  Improvement Act o f  
1986, S. 2621 and H.R. 5116, which c o d if ie s  OMB C irc u la r  A-76 by re q u ir in g  F ed e ra l 
a g en cy  p ro c u re m e n t o f  goods and  s e r v i c e s  from  th e  p r i v a t e  s e c t o r  w h en ev er c o s t  
e f f e c t iv e ,  ex cep t under s p e c ia l  c ircu m stan ces , such a s  when n a tio n a l  s e c u r i ty  i s  
in vo lved  o r  when c o n tra c tin g  o u t th e  p r o je c t  would cause unaccep tab le  de lay . The 
b i l l s  have been r e f e r r e d  t o  th e  a p p ro p r ia te  com m ittees o f  th e  S enate  and House o f  
R ep re se n ta tiv e s  fo r  c o n s id e ra tio n .
F o r  f u r t h e r  in f o r m a t i o n  c o n t a c t  N ick  N ic h o ls  o r  S h ir le y  Hodgson a t  2 0 2 /8 7 2 -8 1 9 0 .
AICPA Washington Report
American Institute of Certified Public Accountants
1620 Eye Street, N.W., Washington, D.C. 20006
FIRST CLASS MAIL
